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Vulamehlo Municipality 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2016 


Approval of annual financial statements 


l am responsible for the preparation of these annual financial statements, which are set out on pages x to x, in terms of 
Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

1 certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made 
to Councillors for loss of office, if any, as disclosed in note 36 of these annual financial statements are within the upper 


limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer 
Bearers Act a|Jd the Mioistei^otBcQyincial and Local Government* s determination in accordance with this Act 


i 

\ 


l 

f 

! 

l 
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Vulamehlo Municipality 




Statement of Financial Position 



as at 30 June 2016 



Restated 


Note 

2016 

2015 



R 

R 

ASSETS 

Current assets 


39,699,343 

34,451,626 

Cash and cash equivalents 

2 

27,032,435 

31,715,748 


Trade and other receivables from exchange transactions 

4 

3,031 ,200 

1,456,037 


Trade and other receivables from non-exchange transactions 

5 

2,389,961 

1,279,840 


Value Added Tax receivable 

11 

7,245,747 

- 


Non-current assets 


146,513,469 

131,057,645 

Non-current receivables from exchange transactions 

3 

0 

169,211 


Property, plant and equipment 

6 

- 149,163,089 

130,534,414 


Intangible assets 

7 

165,380 

169,319 


Investment property 

8 

185,000 

185,000 





Total assets 


1 89,212,81 2 

166,506,571 

LIABILITIES 

Current liabilities 


20,494,873 

15,757,759 

Trade and other payables from exchange transactions 

9 

11,805,113 

6,224,435 


Consumer deposits 

10 

319,004 

387,886 


Value Added Tax payable 

11 

- 

997,696 


Current provisions 

12 

2,692,017 

2,117,513 


Current portion of unspent conditional grants and receipts 

13 

5,444,918 

5,776,104 


Current portion of finance lease liability 

15 

233,821 

254,125 


Non-current liabilities 


1,176,848 

1 t 152jB82 

Non-current finance lease liability 

15 

562,397 

784,030 


Provision for future long service bonus 

38 

623,451 

368,852 





Total liabilities 


21,670,721 

16,910,841 

N&t assets 


167,642,091 

148,598,930 

NET ASSETS 




Revaluation Reserve 


847,267 

163,391 


Accumulated surplus / (deficit) 


166,694,765 

148,435,539 





Total net assets 


167,542,093 

148,698,930 
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Vulamehlo Municipality 
Statement of Financial Performance 
for the year ending 30 June 2016 
Note 


Restated 

2015 

R 


REVENUE 

Revenue from exchange transactions 
Rental of facilities and equipment 
Interest earned - external investments 
Interest earned - outstanding receivables 
Other income from exchange transactions 

Revenue from non-exchange transactions 
Property rates 

Government grants and subsidies 

Total revenue 

EXPENDITURE 
Employee related costs 
Remuneration of councillors 
Bad debts 

Depreciation and amortisation expense 

Repairs and maintenance 

Finance costs 

Contracted services 

Grants and subsidies paid 

General expenses 

Total expenditure 

Gain / (loss) on sale of assets 

Surplus /.(deficit) for the period before tax 

“Taxatl6rr TO '‘' ,: ■ * 

Surplus / (deficit) for the period 


282,164 

195,142 

3,014,689 

1,523,098 

885,377 

- 

701,020 

102,702 


115.017,708 

2,419,288 

112,598,420 

119,900,958 


19,686,668 

8,995,357 

1,116,378 

18,231,158 

7,906,239 

116,174 

1,096*354 

23,290,394 

21,184,171 


73,706,558 
2, 234,469 
71,472,089 

75,527, SOT 


17,654,602 

7,817,832 

761,050 

11,515,639 

610,207 

259,046 

692,889 

8,139,761 

17,694,361 


101,622,895 

65,151,386 

(18,806) 

(325,883) 

.18,259,257 

10,050,232 

18.259,257 

. 10,050,232 
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Vufamehto Municipality 
Statement of Oranges to Net Assets 
8S al 30 .tone 2016 





Revaluation 

Res* tvs 

Total: Reserve* 

Accumulated 

SurpluWtDeflcft) 

Total: Net 

Aaeete 



Nota 

R 

R 

R 

R 

Balance at 3D June 

Correction of prior period error 

2014 

33 

163,391 

163,391 

132,332,611 

177.754 

132,396*302 

177,754 

Restated balance 

Surplus / (deficit) for Uie period 



163,391 

163,391 

132.41M6S 

10,050.232 

132,574,066 

10.050,232 

Balance et 30 June 

Z016 


163*391 

163*391 

142*490.097 

142.624.236 

Correction af prior period error 
Restated balance 



163.391 

163.391 

5^74,642 

146.435339 

5,974.642 

140,696,030 

Surplus / (deficit) on ravakdton of property of property, plant and eoulpment 

Surplus / (defidt) for the period 


683,906 

683,906 

16*256,257 

663,906 

10.2SM57 

Balance at 30 dune 

ana 


647.397 

647,297 

Mjatojw 

1 07,642 Jl3 



Vulamehlo Municipality 


Cash Flow Statement 


as at 30 June 2016 


CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts 

Grants 

Interest received 
Other receipts 

Payments 

Employee costs 
Suppliers 
Interest paid 
Movement in VAT 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of fixed assets (PPE) 

Proceeds from sale of fixed assets 
Purchase of intangibles 
Decrease/(lncrease) in Loans and receivables 
Movement 

Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Repayment of finance lease liability 

Netcash flows from financing activities. 

Net increase / (decrease) in cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Net cash and cash equivalents at end of period 


Restated 


Note 

2016 

2015 

R 

R 

116,607.669 

78,526,360 


112,272,579 


74,420,252 


3,900,066 


1,523,098 


435,024 


2,583,010 

(85,350,305) 

(44,826,851) 


(27,852,923) 


(25,005,060) 


(49,137,766) 


(27,679,205) 


(116,174) 


(259,046) 


(8,243,442) 


8,116,460 



31 

31,257,364 

33,699,509 


(35,624,740) 


(10,754,246) 


- 


325,883 


(64,000) 


(5,180) 




“ 



(35,688,740) 

(10,433,543) 

I (251,937)] 

(323,277)| 



(251,937) 

(323,277) 

(4,683,313) 

22,942,689 

31.715,748 

8,773,059 

.32 

27,032,435 

31,715,748 
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. i Vulamehlo Municipality 
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i as at 30 June 2016 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 

1 ACCOUNTING POLICIES 

1 .1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

These annual financial statements have been prepared in accordance with Generally Recognised 
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 
122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annua! financial statements are set 
out below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or 
permitted by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial 
statements, unless explicitly stated. The details of any changes in accounting policies are explained in 
the relevant policy. 

PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the functional currency 
of the municipality. 

GOING CONCERN ASSUMPTION 

,» „„„ 

continue to operate as a going concern for the foreseeable future 

Significant Judgements and sources of estimation uncertainty 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 201 6 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts presented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is Inherent In the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant judgements include: 

Significant judgements and sources of estimation uncertainty for Trade receivables and/or loans and receivables 
The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting 
period. In determining whether an impairment loss should be recorded in surplus or deficit, the municipality makes 
judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash flows 
from a financial asset. 

Fair value estimation 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair 
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash 
flows at the current market interest rate that is available to the municipality for similar financial instruments. 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of 
value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and 
assumptions. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that 
the carrying amount may not be recoverable. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional 
disclosure of these estimates of provisions are included in note 12 - Provisions. 

- 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 

The municipality's management determines the estimated useful lives and related depreciation charges for the 
infrastructure and other assets. This estimate is based on industry norm, anagement wii! increase the depreciation 
charge where useful lives are less than previously estimated useful lives. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised and included in surplus and deficit when there is objective evidence of 
impairment. An estimate is made for doubtful debt based on past default experience of all outstanding amounts at year 
end. Bad- debts are written off the year in which they are identified as irrecoverable. Amounts receivable within12 months 
from the date of reporting are classified as current. 

Government accounts are not provided for as such accounts are regarded as receivable 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial, assets carried 
amortised cost with the exception of consumer debtors, where the carrying amount Is reduced through the use of an 
allowance account. When a consumer debtor is considered in collectible, it is written off against file allowance account. 
Subsequent recoveries of amounts previously written off are credited against revenue. Changes in the carrying amount of 
the allowance account are recognised in the Statement of Financial Performance. 

Property, plant and equipment 

The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes are 
recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment of 
whether there is an indication of possible impairment is done at each reporting date. Where the carrying amount of an 
item of property, plant and equipment is greater than the estimated recoverable amount (or recoverable service amount), 
it is written down immediately to its recoverable amount (or recoverable service amount) and an impairment loss is 
charged to the Statement of Financial Performance, 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 
COMPARATIVE INFORMATION 

Budget Information in accordance with GRAP 1 and 24, has been provided in an annexure to these financial statements 
and forms part of the audited annual financial statements. 

When the presentation or classification of items in the annual financial statements is amended, prior period comparative 
amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting errors have been 
identified in the current year, the correction is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy in the current year, the 
adjustment is made retrospectively as for as is practicable, and the prior year comparatives are restated accordingly. 


STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been adopted early by the 
municipality: 

GRAP 105-Transfer of function between entities under common control 
GRAP 106-Transfer of function between entities not under common control 


GRAP 107-Mergers 

GRAP 32 - Service concession arrangements 
GRAP 108 - Statutory receivables 

IGRAP 17- Services concession arrangements where a grantor controls a significant 
residual interest in asset 

Nature of impending changes in accounting policy: 

ImDact on the municipality's financial statements once implemented: 

Management has considered all of the above-mentioned GRAP standards issued but not yet effective and anticipates 
that the adoption of these standards veil not have a significant impact on the financial position, financial performance or 
cash flows ’of the municipality 

lAAMAiHHi; am; — - „ . 

PROPERTY, PLANT AND EQUIPMENT 
INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets {including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used 
during more than one year. Items of property, plant and equipment are initially recognised as assets when: 

* it is probable that future economic benefits or service potetionsl associated with the item will flow to the entity; and - 

• the cost of the item can be measured reliably. 



Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 

When significant components of an item of property, plant and equipment have different useful lives, they 
are accounted for as separate items (major components) of property, plant and equipment. 

Major spare parts and servicing equipment quality as property, plant and equipment when the municipality 
expects to use them during more than one period. Similarly, if the major spare parts and servicing 
equipment can be used only in connection with an item of property, plant and equipment, they are 
accounted for as property, plant and equipment. 

INITIAL MEASUREMENT 

Items of property, plait and equipment are initially measured at cost at the acquisition date. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to 
bring the asset to the location and condition necessary for it to be capable of operating in the manner 
intended by the municipality; Trade discounts and rebates are deducted in arriving at the cost. The cost 
also includes the necessary costs of dismantling and removing the asset and restoring the site on which it 
is located. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets, the asset acquired is initially 
measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s deemed cost is 
the carrying amount of the assess) given up. 

SUBSEQUENT EXPENDITURE 



capitalises the new component. 

Subsequent expenditure including major spare parts and servicing equipment quality as property, plant and 
equipment if the recognition criteria are met. 


SUBSEQUENT MEASUREMENT 

An increase in the carrying amount of an asset as a result of a revaluation is credited directly to a 
revaluation surplus reserve, except to the extent that it reverses a revaluation decrease of the same asset 
previously recognised in surplus or deficit. 

A decrease in the carrying amount of an asset as a result of a revaluation is recognised in surplus or 
deficit, except to the extent of any credit balance existing in foe revaluation surplus in respect of that asset. 


Page 15 



Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 


Subsequent to initial recognition, items of property, plant and equipment are measured at cost less 
accumulated depredation and impairment losses. 

Subsequent to initial recognition, certain classes of property, plant and equipment are measured using the 
revaluation model. Application of the revaluation model results in carrying classes of property, plant and 
equipment at re-valued amounts. Depreciation for these classes of property, plant and equipment is 
adjusted proportionately for the revaluation increases and decreases upon revaluation of the items of 
property, plant and equipment. 

Revaluation increases / decreases are recognised in the revaluation reserve within the Statement of 
Changes in Net Assets. Where the revaluation model is applied, it is done so consistently tor the entire 
class of assets. The following classes of property, plant and equipment are measured using the revaluation 
model: 

Asset Classes: 

Community assets 

DEPRECIATION 

Depredation is calculated on the depreciable amount, using the straight-line method over the estimated 
useful lives of the assets, with the exception of community assets. Community assets are depreciated 
based on the revalued amounts over the revised life. The depreciable amount is determined after taking 
into account an asset, s residual value, where applicable. Components of assets that are significant in 
relation to the whole asset and that have different useful lives are depreciated separately. The annual 
depredation rates are based on the following estimated average asset lives: 


Infrastructure 

Roads and Paving 

16-30 years 

Other 

Motor vehicles 

6-7 years 



'TtifnitUrS aftti fittings 

-•'3rtoiO i years 

Community . 


Plant and Machinery 

10 years 

Buildings 

30 years 

Office equipment 

3 to 7 years 

Sports Grounds 

20 years 

Computer equipment 

3 to 5 years 

Halls 

30 years 



Skills Centres 

30 years 



Cteches 

9 years 



Market stalls 

30 years 



Other assets 

20 years 



Water tanks 

10 years 





Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 


Finance lease assets 

Motor vehicle 5 years 

The residual value, the useful life of an asset and the depreciation method is reviewed annually and any 
changes are recognised as a change in accounting estimate in the Statement of Financial Performance. 

IMPAIRMENT 

Refer to accounting policy number 1.16 

DERECOGNITION 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are 
no further economic benefits or service potential expected from the use of the asset. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sales proceeds and the carrying value and is recognised in the 
Statement of Financial Performance. 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES 
for the year ending 30 June 2016 


1 .3 INTANGIBLE ASSETS 
INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include 
computer software, licences, and development costs. The municipality recognises an intangible asset in 
Its Statement of Financial Position only when it is probable that the expected future economic benefits or 
service potential that are attributable to the asset will flow to the municipality and the cost or fair value of 
the asset can be measured reliably. 


Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. 
Research expenditure is never capitalised, while development expenditure is only capitalised to the extent 
that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• themunicipality has the resources to complete the project; 

• it Is probable that the municipality will receive future economic benefits or service potential; and 

• the municipality has the ability to measure reliably the expenditure during development. 

Intangible assets are initially recognised at cost. 

^Wherearilriianglble asset is acquired ^bylhemnunidpaiityforrioioriiominalconrslderation^era nori^ 

exchange transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 


Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value 
(the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount 
of the aaset(s) given up. 

SUBEQUENT MEASUREMENT 

Intangible assets are subsequently carried at cost less accumulated amortisation and impairments. The 
cost of an intangible asset is amortised over the useful life where that useful life is finite. Where the useful 
life is indefinite, the asset is not amortised but is subject to an annual impairment test 


8 


i 

j 

t 


f 


Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, 
either individually or at the cash generating unit level. The assessment of Indefinite life is reviewed 
annually to determine whether the indefinite life assumption continues to be supportable. If not, the 
change in useful life from indefinite to finite is made on a prospective basis. 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 


Following initial recognition of the development expenditure as an asset, the cost model is applied 
requiring the asset to be carried at cost less any accumulated amortisation and accumulated impairment 
losses. Amortisation of the asset begins when development is complete and the asset is available for 
use. It is amortised over the period of expected future benefit. Amortisation is recorded in Statement of 
Financial Performance in the expense category consistent with the function of the intangible asset. During 
the period of development, the asset is tested for impairment annually. 

AMORTISATION 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated 
useful lives using the straight line method. The annual amortisation rates are based on the following 
estimated average asset lives: 

Computer software 3-5 years 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are 
reviewed at each reporting date and any changes are recognised as a change in accounting estimate m 
the Statement of Financial Performance. 

IMPAIRMENT 

Refer to accounting policy number 1.16 

DERECOGNITION 

. (ntnnflhfr when the asset or when 

benefits or service potential expected from the use of the asset The gain or toss arising on the disposal 
or retirement of an intangible asset is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 


INVESTMENT PROPERTY 
INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both land or buildings 
held under a finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet 
service delivery objectives, the production or supply of goods or services, or the sale of an asset in the 
ordinary course of operations. 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 

Investment Property is initially recognised when future economic benefits or service potential are probable 
and the cost or fair value can be determined reliably. 

At initial recognition, the municipality measures investment property at cost including transaction costs 
once it meets the definition of investment property. However, where an investment property was acquired 
through a non-exchange transaction (i.e. where it acquired the investment property for no or a nominal 
value), its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 


Transfers are made to or from investment property only when there is a change in use. For a transfer from 
investment property to owner occupied property (property, plant and equipment), the deemed cost for 
subsequent accounting is the fair value at the date of change in use. If owner occupied property becomes 
an investment property, the entity accounts for such property in accordance with the policy stated under 
property, plant and equipment up to the date of change in use. 


SUBSEQUENT MEASUREMENT 

Investment property is measured using the fair value model, under the fair value model, investment 
property is carried at its fair value at the reporting date. The assumptions for determining the fair value of 
the investment property is set out in note 8 of the Financial Statements. 

Any gain or toss arising from a change in the fair value of the property is included in surplus or deficit for 
the period in which it arises. 

utRuCGGWiTTGM 

Investment property is derecognised when there is a disposal or no future economic benefits or service 
potential are to be derived from the property. 

All gains or losses, which result from the derecognition, are recognised in the Statement of Financial 
Performance. 
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1.5 FINANCIAL INSTRUMENTS 
INITIAL RECOGNITION 

The entity recognises a financial asset or a financial liability in its Statement of Financial Position whan , 
and only when, the entity becomes a party to the contractual provisions of the instrument. This is achieved 
through the application of trade date accounting. 

Upon initial recognition the entity classifies financial instruments or their component parts as a financial 
liabilities, financial assets or residual interests in conformity with the substance of the contractual 
arrangement and to the extent that the instrument satisfies the definitions of a financial liability, a financial 
asset or a residual interest. 

INITIAL MEASUREMENT 

When a financial instrument is recognised, the entity measures it initially at its fair value plus, in the case 
of a financial asset or a financial liability not subsequently measured at fair value, transaction costs that 
are directly attributable to the acquisition or issue of the financial asset or financial liability. 

SUBSEQUENT MEASUREMENT 

Subsequent to Initial recognition, financial assets and financial liabilities are measured at fair value, 
amortised cost or cost. 

All financial assets and financial liabilities are measured after initial recognition using the following 
categories: 

INVESTMENTS AT AMORTISED COSTS 

Investments, which include fixed deposits and short-term deposits invested in registered 
commercial banks , are categorised as financial instruments at amortised cost and are subsequently 
measured at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is 
recognised as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount 
is charged or credited to foe Statement of Financial Performance. 

INVESTMENT AT FAIR VALUE 

Investments, which represent investments in residual interest for which fair value can be measured 
reliably, are subsequently measured at fair value. 

Gains and losses in foe fair value of such investments are recognised in foe Statement of Financial 
Performance. 
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INVESTMENT AT COST 

Investments at cost, which represent Investments in residual interest for which there is no quoted market 
price and for which fair value cannot be measured reliably, are subsequently measured at cost. 


TRADE AND OTHER RECEIVABLES 

T rade and other receivables are initially recognised at fair value plus transaction costs that are directly 
attributable to the acquisition and subsequently -stated at amortised cost, less provision for impairment. All 
trade and other receivables are assessed at least annually for possible impairment. Impairments of trade 
and other receivables are determined in accordance with the accounting policy for impairments. 
Impairment adjustments are made through the use of an allowance account.Referto Note 1,16 


Bad debts are written off in the year in which they are identified as Irrecoverable. Amounts receivable 
within 12 months from the reporting date are classified as current, interest is charged on overdue 
accounts. 

TRADE PAYABLES AND BORROWINGS 


Trade payables are initially measured at fair value plus transaction costs that are directly attributable to 
the acquisition and are subsequently measured at amortised cost using the effective interest rate method. 

CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with bank6 (including call deposits). Cash 
equivalents are short-term highly liquid investments, readily convertible into known amounts of cash, that 
are held with registered banking institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash 

equfiiSK^ cisii brigand, "deposiis-tii^tiw^ - 

municipality categorises cash and cash equivalents as current assets. 


Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are 
expensed as incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: 
other financial liabilities carried at amortised cost. 


IMPAIRMENT OF FINANCIAL ASSETS 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. The entity 
assesses at the end of each reporting period Whether there is any objective evidence that a financial 
asset or group of financial assets is impaired. 
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IMPAIRMENT FOR FINANCIAL ASSETS HELD AT AMORTISED COST 

The entity first assesses whether objective evidence of impairment exists individually for financial assets that are 
individually significant and individually or collectively for financial assets that are not individually significant. If the entity 
determines that no objective evidence of impairment exists for an individually assessed financial asset, whether 
significant or not, it Includes the asset in a group of financial assets with similar credit risk characteristics and collectively 
assesses them for impairment. Assets that are individually assessed for impairment and for which an impairment loss is 
or continues to be recognised are not included in the collective assessment of impairment. 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, 
the amount of the loss is measured as the difference between the asset's carrying amount and the present value of 
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial 
asset's original effective interest rate (i.e. the effective interest rate computed at Initial recognition). The carrying amount 
of the asset is reduced through the use of an allowance acoount, The amount of the loss is recognised in surplus or 
deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to 
an event occurring after the impairment was recognised (such as an improvement in the debtor's credit rating), the 
previously recognised impairment loss shall be reversed either directly or by adjusting an allowance account. The 
reversal shall not result in a carrying amount of the financial asset that exceeds what the amortised cost would have 
been had the impairment not been recognised at the date the impairment is reversed. The amount of the reversal is 
recognised in surplus or deficit. 

IMPAIRMENT OF FINANCIAL ASSETS HELD AT COST 

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is 
measured as the difference between the carrying amount of the financial as6et and the present value of estimated future 
cash flows discounted at the current market rate of return for a similar financial asset. Such impairment losses are not 
reversed. 

“DERESGSNfTtON — - — - -■ - 

A financial asset is derecognised only when: 

• the contractual rights to the cash flows from the financial asset expire, are settled or 
WdiV6d' 

• the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; 


■ the entity despite having retained some significant risks and rewards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its entirety 
to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose additional 
restrictions on the transfer 


A financial liability is derecognised when the obligation is extinguished. Exchanges of debt instruments between a 
borrower and a lender are treated as the extinguishment of an existing liability and the recognition of a new financial 
liability. Where the terms of an existing financial liability are modified, it is also treated as the extinguishment of an 
existing liability and the recognition of a new liability. 
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1 .6 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of 
an allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a 
grant that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003)* Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 


1 7 IRREGULAR EXPENDITURE 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No .66 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in oontravention of 
the Municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1 .8 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable 
care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance, 

1.9 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the provision can be made. 

Previsions are reviewed at reporting date and adjusted to reflect the current best estimate. Where the effect is material, 
non-current provisions are discounted to their present value using a pre-tax discount rate that reflects the markefs 
current assessment of the- time value of money, adjusted for risks specific to the liability. 

The municipality does not recognise a contingent liability dr contingent asset A contingent liability ts disclosed unless the 
possrbiity of an outflow of resources embodying economic benefits is remote. A contingent asset is disclosed where an 
inflow of economic benefits is probable. 


Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where 
there is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken into 
account in measuring a provision. Provisions are not recognised for future operating losses. The present obligation under 
an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of 
a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring Identifying at least: 

- the business or part of a business concerned; 

- the principal locations affected; 

- the location, function, and approximate number of-employees who will be compensated for terminating ; 

- when the plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it wilt carry out the restructuring by starting to 
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implement that plan or announcing its main features to those affected by it. 

.10 BUDGET INFORMATION 

The annual budget figures have been presented in accordance with the GRAP reporting framework. A 
separate statement of comparison of budget and actual amounts, which forms part of the annual financial 
statements has been prepared. The comparison of budget and actual amount will be presented on the 
same accounting basis, same classification basis and for the same entily and period as for the approved . 
budget. The budget of the municipality is taken for a stakeholder consultative process and upon approval 
the approved budget' is made publicly available 

Material differences in terms of the basis, timing or entity have been disclosed in the notes to the annual 
financial statements. 

The most recent approved budget by Council is the final budget for the purpose of comparison with the 
actual amounts. 

.11 LEASES 

MUNICIPALITY AS LESSEE 
RECOGNITION 

Leases are classified as finance leases where substantially ail the risks and rewards associated with 
ownership of an asset are transferred to the entity through the lease agreement. Assets subject to finance 
leases are recognised in the Statement of Financial Position at the inception of the lease, as is the 
corresponding finance tease liability. 

Assets subject to operating leases, i.e. those leases where substantially all of the risks and rewards of 
ownership are not transferred to the lessee through the lease, are not recognised in the Statement of 
Fin?npiai Position. The operating l ease ex p ense i s recognised over the course of the lea se arrangement. 

The determination of whether an arrangement is, or contains, a lease is based on the substance of the 
arrangement at inception date; namely whether fulfilment of the arrangement is dependent on the use of a. 
specific asset or assets or the arrangement conveys a right to use the asset 

MEASUREMENT 

Assets subject to a finance tease, as recognised in the Statement of Financial Position, are measured (at 
Initial recognition) at the lower of the fair value of the assets and toe present value of the future minimum 
tease payments. Subsequent to initial recognition these capitalised assets are depreciated over the 
contract term. 


The finance tease liability recognised at initial recognition is measured at toe present value of the future 
minimum tease payments. Subsequent to initial recognition this liability is carried at amortised cost, with 
the tease payments being set off against the capital and accrued interest The allocation of the lease 
payments between the capital and interest portion of the liability is effected through the application of the 
effective interest method. 


The finance charges resulting from toe finance lease are expensed, through the Statement of Financial 
Performance, as they accrue. The finance cost accrual is determined using the effective interest method. 
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The lease expense recognised for operating leases is charged to the Statement of Financial Performance 
on a straight-line basis over the term of the relevant lease. To the extent that the straight-lined lease 
payments differ from the actual lease payments the difference Is recognised in the Statement of Financial 
Position as either lease payments in advance (operating lease asset) or lease payments payable 
(operating lease liability) as the case may be. This resulting asset and / or liability Is measured as the 
undiscounted difference between the straight-line lease payments and the contractual tease payments. 

DERECOGNITION 

The finance lease liabilities are derecognised when the entity's obligation to settle the liability is 
extinguished. The assets, capitalised under the finance lease are derecognised when the entity no longer 
expects any economic benefits or service potential to flow from the asset. 

The operating lease liability is derecognised when the entity’s obligation to settle the liability is 
extinguished. The operating lease asset is derecognised when the entity no longer anticipates economic 
benefits to flow from the asset 

MUNICIPALITY AS LESSOR 
RECOGNITION 

For those leases that meet the definition of a finance lease, where the entity >s the lessor, the entity 
derecognises the asset subject to the lease at the inception of the lease. Along with the derecognition of 
the asset the entity recognises a finance lease receivable. Finance lease income is allocated to between 
the finance lease receivable and finance income using the effective interest rate method and the resulting 
finance income is recognised in the Statement of Financial Performance as it accrues. 


For those leases classified as operating leases the asset subject to the lease is not derecognised and no 
lease receivable is recognised at the inception of the. lease. Lease payments received under an operating 
lease are recognised as income, in the Statement of Financial Performance, in the period that the income 

'"’"‘accruesT'*'""' """" ’ 1 v ~ 

The determination of whether an arrangement is, or contains, a lease is based on the substance of the 
-arrangement at inception date; namely, whether fulfilment of the arrangement is dependent on the use of 
a specific asset or assets or the arrangement conveys a right to use the asset. 

MEASUREMENT 

Finance lease receivables are recognised at an amount equa! to the entity's net investment in the lease. 
This net investment in the lease is calculated as the sum of the minimum future lease payments and 
unguaranteed residual value discounted over the lease term at the rate implicit in the lease. 

Rental Income from operating leases is recognised on a straight-line basis over the term of the relevant 
lease. The difference between the straight-lined lease payments aid the contractual lease payments are 
recognised as either an operating lease asset or operating lease liability. An operating lease liability is 
raised to the extent that lease payments are received in advance (i.e. the straight-line lease payments are 
more than the contractual lease payments). The operating lease asset and / or operating tease liability are 
measured as the undiscounted difference between the straight-line lease receipts and the contractual 
lease receipts. 
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DERECOGNITION 

Finance lease receivables are derecognised when the entity's right to the underlying cash flows expire or when the entity 
no longer expects economic benefits to flow from the finance lease receivable. 

Operating lease liabilities are derecognised when the entity's obligation to provide economic benefits or service potential 
under the lease agreement expires. Operating lease assets are derecognised when the entity’s right to the underlying 
cash flows expire or the entity no longer expects economic benefits to flow from the operating tease asset. 

1.12 REVENUE 

REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrues to the entity directly in return for services rendered 
or goods sold, the value of which approximates the consideration received or receivable, excluding indirect taxes, 
rebates and discounts. 

RECOGNITION 

Revenue from exchange transactions is only recognised once all of the following criteria have been satisfied. 

a) The entity retains neither continuing managerial involvement to the degree usually associated with ownership nor 
effective control over the goods sold; 

b) The amount of revenue can be measured reliably; and 

c) It is probable that the economic benefits or service potential associated with the transaction will flow to the entity and 
the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Revenue arising out of situations where the entity acts as an agent on behalf of another entity (the principal) is limited to 
the amount of any fee or commission payable to the entity as compensation for executing the agreed services. 


MEASUREMENT = 


Revenue from exchange transactions is measured at the fair value of the consideration received or receivable taking into 
account the amount of any trade discounts and volume rebates allowed by the entity. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease 
agreement. 


Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 


Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is passed to 

the consumer. . . 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the principal) ts 
limited to the amount of any fee or commission payable to the municipality as compensation for executing the agreed 
services. 
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EXPENDITURE FROM EXCHANGE TRANSACTIONS | 

Expenditure arising from exchange-transactions is similar to the policy for exchange revenue. 

REVENUE FROM NON-EXCHANGE TRANSACTIONS 

RECOGNITION 

Revenue from non-exchange transaction arises when the entity either receives value from another entity 
without directly giving approximately equal value in exchange or gives value to another entity without 
directly receiving approximately equal value in exchange. 

Revenue from non-exchange transactions is generally recognised to the extent that the related receipt or 
receivable qualifies for recognition as an asset and there is no liability to repay the amount. 

a 

j 

Grants, transfers and donations received or receivable are recognised when the resources that have been 
transferred meet the criteria for recognition as an asset and there is not a corresponding liability in respect 
of related conditions. 

MEASUREMENT * 

I 

An asset that is recognised as a resun of a non-exchange transaction is reoognised at Hs fair value at the jj 

date of the transfer. Consequently, revenue arising from a non-exchange transaction is measured at the | 

fair value of the asset received, less the amount of any liabilities that are also recognised due to ij 

conditions that must still be satisfied. 

Where there are conditions attached to a grant, transfer or donation that gave rise to a liability at initial I 

recognition , that liability Is transferred t o revenue as and wh en the conditions attached to the grant are | 

mei . ... ■ - ■ -j 

Grants without any conditions attached are recognised as revenue in toil when the asset is recognised, at ( 

an amount equalling the fair value of the asset received. I 

i 

Interest earned on the investment is treated in accordance with grant conditions. If it is payable to the | 

funder it is recorded as part of the creditor. | 

j 

Donations and Contributions 

Grants, transfers and donations received or receivable are recognised wnen the resources that have been 
transferred meet the criteria for recognition as an asset. A corresponding liability is raised to the extent 
that the grant, transfer or donation is conditional. The liability is transferred to revenue as and when the 
conditions attached to the grant are met. Grants without any conditions attached are recognised as 
revenue when the asset is recognised. 

EXPENDITURE RELATING TO NON-EXCHANGE TRANSACTIONS 

Expenditure arising from non-exchange transactions is similar to policy tor non-exchange revenue. 


Page 28 



Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 


1 .1 3 RETIREMENT BENEFITS 

SHORT TERM EMPLOYEE BENEFITS 

Short term employee benefits encompasses all those benefits that become payable in the short term, i.e. 
within a financial year or within 12 months after the financial year. Therefore, short term employee benefits 
include remuneration, compensated absences and bonuses. 

Short term employee benefits are recognised in the Statement of Financial Performance as services are 
rendered, except for non-accumulating benefits, which are recognised when the specific event occurs. 
These short term employee benefits are measured at their undiscounted costs in the period the employee 
renders the related service or the specific event occurs. 

1.14 POST-EMPLOYMENT BENEFITS 

The entity provides post-employment benefits for its officials. These benefits are provided as either 
defined contribution plans or defined benefit plans. The entity Identifies as defined contribution 
plans any post-employment plan in terms of which if has no obligation to make further contributions to the 
plan over and above the monthly contributions payable on behalf of employees (for example in the event 
of a funding shortfall). Any other plans are considered to be defined benefit plans. 


Contributions made towards the fund are recognised as an expense in the Statement of Financial 
Performance in the period that such contributions become payable. This contribution expense is 
measured at the undiscounted amount of the contribution paid or payable to the fund. A liability is 
recognised to the extent that any of the contributions have not yet been paid. Conversely an asset is 
recognised to the extent that any contributions have been paid in advance. 

The defined benefit asset or obligation recognised is recognised as the net difference between the value 
'oTthe'pianas^tsM 

available in Note 38 ) “Post-employment benefits* 


Plan assets included in the defined benefit plan asset or liability recognised are measured at their fair 
values. Fair value is based on market price information and in the case of quoted securities is the 
published bid price. The value of any defined benefit asset recognised is limited to the sum of any past 
service costs and actuarial gains and losses not yet recognised and the present value of any economic 
benefits available in the form of refunds from the plan or reductions in the future contributions to the plan. 

The plan liabilities are measured at the present value of the future benefits payable. This present value of 
the plan liabilities is determined through actuarial valuation techniques. 

The entity operates two defined benefit pension plans, all of which require contributions to be made to 
separately administered funds. The cost of providing benefits under the defined benefit plans is 
determined separately for each plan, using the projected unit credit method Actuarial valuations are 
conducted on an annual basis by independent actuaries for each plan. 

Actuarial gains and losses are recognised in full in the Statement of Financial Performance in the year 
that they are occur. The past service costs are recognised as an expense on a straight-line basis over the 
average period until the benefits become vested. If the benefits have already vested, immediately 
following the introduction of, or changes to, a pension plan, past service costs are recognised 
immediately. 
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Multi-employer plans 

All municipal employees belong to The Natal Joint Municipal Pension Fund (Superannuation), The Natal Joint Municipal 
Pension Fund (Retirement) and The KwaZulu-Natal Joint Municipal Provident Fund which are administered by the 
Province. The municipality classifies a multi-employer plan contribution plan or a defined benefit plan under the terms of 
the plan (including any constructive obligation that goes beyond the formal terms). 


The KwaZulu-Natal Joint Municipal Provident Fund is a defined contribution plan and the municipality accounts for it in 
the same way as for any other defined contribution plan. 

The Natal Joint Municipal Pension Fund (Superannuation) and The Natal Joint Municipal Pension Fund (Retirement) are 
defined benefit plans. Sufficient information is not available to use defined benefit accounting for these plans, therefore 
the entity accounts for these plans as if it was a defined contribution plan. 


1.16 CONSTRUCTION CONTRACTS AND RECEIVABLES 

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised by 
reference to the stage of completion of the contract activity at the reporting dale, as measured by the proportion that 
contract costs incurred for work performed to date bear to the estimated totat contract costs completion of a physical 
proportion of the contract work. 

Variations in contract work, darns and incentive payments are included to the extent that 
they have been agreed with the customer. 

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent 
that contract costs incurred are recoverable. Contract costs are recognised as an expense In the period in which they are 
incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as an 
expense immediately. 

1.16 IMPAIRMENT OF NON-FINANCIAL ASSETS 
RECOGNITION 

The entity assesses at each reporting date whether there is an indication that an asset may be impaired. Where the 
carrying amount of an asset exceeds its recoverable amount (or recoverable service amount in the case of non-cash- 
generating assets), the asset is considered impaired and is written down to its recoverable amount (or recoverable 
service amount. 

MEASUREMENT 

An asset's recoverable amount (or recoverable sen/ice amount) is the higher of an asset’s or cash-generating unit’s fair 
value less costs to sell and its value-in-use. This recoverable amount (or recoverable service amount) is determined for 
individual assets, unless those individual assets are part of a larger cash generating unit, in which case the recoverable 
amount (or recoverable service amount) is determined for the whole cash generating unit. 

An asset is part of a cash generating unit where that asset does not generate cash inflows that are largely independent of 
those from other assets or group of assets. 

in determining the recoverable amount (or recoverable service amount) of an asset the entity evaluates the assets to 
determine whether the assets are cash generating assets or non-cash generating assets. 
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For cash generating assets the value is use is determined as a function of the discounted future cash flows from the 
pecat in assessing vaiue-in-use for cash-generating assets, the estimated future cash flows are discounted to their 
present value using a discount rate that reflects current market assessments of the time value of money and the risks 
specific to the asset, in determining fair value less costs to sell, other fair value indicators are used. 

Where the asset is a non-cash generating asset the value in use is determined through depreciated replacement cost, 
restoration cost approach or service units approach. The decision to the approach to use is dependent on the nature 
of the identified impairment. 


Impairment losses of continuing operations are recognised in the Statement of Financial Performance in those expense 
categories consistent with the function of the impaired asset. 


REVERSAL OF IMPAIRMENT 

A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to 
determine the asset's recoverable amount since the last impairment loss was recognised. The reversal is limited so that 
the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would 
have been determined, net of depreciation, had no impairment toss been recognised for the asset in prior years. Such 
reversal is recognised in the Statement of Financial Performance unless the asset is carried at a revalued amount, in 
which case the reversal is treated as a revaluation increase. 


IMPAIRMENT OF SPECIFIC N ON-FINANCIAL ASSETS 
PROPERTY, PLANT AND EQUIPMENT 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount 
(or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service amount) 
and an impairment loss is charged to the Statement of Financial Performance. 


Where items of property, plant and equipment have been impaired, the carrying value is-adjusted by the impairment loss, 

"Whidh"is recognised as an "expense inTiieStaternemoff insncial'Pei "ui 1 1 iBncs-in-fhs pertod-f hat-ths impsirmeniis 

identified 


An impairment is reversed only to the extent that the asset's carrying amount does not exceed the carrying amount that 
would have been determined had no impairment been recognised. A reversal of the impairment is recognised in the 
Statement of Financial Performance. 


INTANGIBLE ASSETS 

The entity intangible assets with finite useful lives for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an Indication of possible impairment is performed at each reporting date. 
Where the carrying amount of an item of an intangible asset is greater than the estimated recoverable amount (or 
recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service amount) 
and an Impairment loss is charged to the Statement of Financial Performance. 

irrespective of whether there is any indication of impairment, the municipality also tests intangible assets with an 
indefinite useful life or intangible assete not yet available for use for impairment annually by comparing its carrying 
amount with its recoverable amount. This impairment test is performed during the annual period and at the same time 
every period. 
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Use of Estimates 

The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical accounting 
estimates. It also requires management to exercise Its Judgement in the process of applying the municipality's accounting policies. 
The areas Involving a higher degree of judgement or complexity! or areas where assumptions and estimates are significant to the 
annual financial statements are disclosed In the relevant sections or the annual financial statements. Although these estimates are 
based on management best knowledge of current events and actions they may undertake in the future, actual results ultimately 
may differ from those estimates. 

Revaluation reserve 

The surplus arising from the revaluation of property, plant and equipment Is credited to a non-distributabte reserve. The revaluation 
surplus Is realised as revalued assets are depreciated, through a transfer from the revaluation reserve to the accumulated 
surplus/deflclt On dlsposaMhe net revaluation surplus Is transferred to the accumulated surplus/dsfidt whfle gains or losses on 
disposal, based on revalued amounts, are credited or charged to the statement of financial performance. 


Conditional Grants and Receipts 

Revenue received from conditional grants, donations and fending are recognised as revenue to the extent that the municipally has 
compted with any of the criteria, conditions or obligations embodied in the agreement To the extent that the criteria, conditions or 
obligations have not been met a liability Is recognised. 

Budget Information 

Municipality municipality is typically subject to budgetary limits in the form of appropriations or budget authorisations (or 
equivalent), which is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipality shall provide information on whether resources were obtained and 
used in accordance with the legally adopted budget 

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance 
outcome objectives. 

The budget for the economic entity Includes all the entities approved budgets under its control. 

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the 
budgeted amounts for the reporting period have been included in the Statement of comparison of budget and actual 
amounts. 


Value Added Tax (VAT) 

■ Jharauni^ a payments bagi s . The municipality is lia ble to account for VAT at the standard rate 

(14ft) (n terms of section 7 (1 j (a) of the VAT Act In respect of the supply of gooc^s of servtciere ewseiiSt ffie siip’pllas’ 

are specifically zero-rated in terras of section 1 1 , exempted in terms of section 12 of the VAT Act or are scoped out for 
VAT purposes. The municipality accounts for VAT on a monthly basis. 


Events after reporting date 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date 
and the date when the flnandaLstatements are authorised for issue. Two types of events can be identified; 

- those that provide evidence of conditions that existed at the reporting date (adjusting events after reporting date); and 

- those that are indicative of conditions that arose after the reporting date (nan^acjjusting events after the reporting date). 
The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the 
reporting, date once the event occurred. 

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such 
estimate cannot be made in respect of all material non-adjusting events; where non-disclosure could influence the 
economic decisions of users teken on the basis of the financial statements. 



Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 


1.23 


Commitments 

Commitments are future expenditure to which the municipality committed and that will result in the outflow of resources. 
Commitments are not recognised in the statement of financial position as a liability or as expenditure in the statement of 
financial performance, but are included in the disclosure notes. A distinction is made between capital and operating 

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in 

outflow of cash. ........ 

Disclosures are required in respect of unrecognised contractual commitments. Commitments for which disclosure is 
necessary to achieve a fair presentation should be disclosed in a note to the financial statements, if both the following 
criteria are met, 

- Contracts should relate to something other than the routine, steady, stale business of the entity - therefore salary 
commitments relating to employment contracts or social security benefit commitments are excluded. 


The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of tl» three spheres of government in South 

Africa, only entities within the national sphere of government are related parties. _ . . 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, 
including those charged with the governance of the municipality in accordance with legislation, in instances where they 

are required to preform such functions. . 

Close members of die family of a person are considered to be those family members who may be expected to influence, 

or be influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm's length or not in the ordinary course of ordinary business are disclosed. 
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Vulamfthlo Municipality 
Notes to The Annual Financial Statements 

for the year ended 30 June 2016 Restated 




Note 

2016 

2016 




R 

R 

! CASH AND CASH EQUIVALENTS 





Cash end cash equivalents consist of the following: 





Cash on hand 



2,000 

2,750 

Cash at bank 



5,324,961 

5,574,170 

Caffl deposit* 



21,705,454 

2B.1 36.629 




27,032,435 

31715.748 

The MunlcippIRy has the following -bank accounts: - 





Current Account fPrlmarv Bank Account! 





Ab&a Bank: Account Number 4069991 393 





Cash book balance at beginning of year 


— 

3.767,484 

246,006 

Cash book balance at end of year 



2266.828 

3,767.464 

Bank statement balance at beginning of year 


= 

3,767,465 

246,009 

Bank statement balance at end of year 


= 

2.452.495 

3,767,465 

Current Account fMPRAl 





Absa Bank: Account Humber 4074472671 





Cash book balance at beginning of year 


— 

1.806,705 

406.745 

Cash book balance el end of year 



3,036.163 

1.806.705 

Bank statement balance at beginning of year 


— 

1.806,705 

406,745 

Bank statement brfance at end of year 


— 

3.043.709 

1,606.705 

Call DhdosHs 

Bank statement balances 

Cash book balance* 


30/08/2016 

30/06/2015 

30/06/2016 

30/06/2015 

ABSA Bank Umjad - Scottsburgh Branch: Account Number 927860312 

Ml 1,166 

11,237,624 

9.411,165 

11,237,624 

^S&an&ud BanklSfiad - Soottsburgh “Brandfc Nurirtbef TJ6»771 204 1 * 

™3i82Si4W™ 


= 

- S,S8S,«?3- 

ABSA Bank Undted - Scotlsburgh Branch: Account Number 9286081784 

-776,631 

733.066 

778,631 

733,066 

ABSA Bank Limited - Scottsburgh Branch: Account Number 929666963 

3,046.859 

2,878,181 

3,048,859 

2,876,181 

ABSA Bank Limited - Scottsburgh Branch: Account Number 9293870443 

395,972 

3,677,872 

395,972 

3,577,872 

ABSA Bank Limited - Scottsburgh Branch: Account Number 9293866976 

965,525 

911,474 

965,525 

911,474 

ABSA Bank limited - Scottsburgh Brandi: Account Number 929366 B9 17 

568,567 

£65,618 

588,567 

555,618 

ABSA Bank Limited - Scottsburgh Branch: Account Number 9299394156 

294,759 

278,162 

294.759 

278,152 

ABSA Bank Lknfted - Scottsburgh Branch: Account Number 9300480907 

2,398,496 

2,261,168 

2.396,498 

2,261,166 

Cash book balance el beginning of year 

21,705.454 

26,136.626 

21.705,454 

26.138,626 
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Vulamehlo Municipality 
Notes to The Annual Financial Statements 
for the year ended 30 Jure 2016 


Cash book balance at end of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 
Cash on hand 

Total cash and cash equivalents 
Total bank overdraft 
3 NON-CURRENT RECEIVABLES 

Included in long term receivables is the fallowing: 


Restated 


*016 

2015 

R 

R 

21 .705,454 

26.138,B29 

26.136,829 

0.133,005 

21706,454 

26,138,829 

2,000 

2.760_ 


27*032,435 

31.715,748 


- 

- 


a) an amount owed by Renaissance Projects CC as a result of fraud against the 
municipality. The affected party was found gully and given a suspended sentence 

of tour years on condHicn ihatthe misappropriated funds are paid beck to the munidpaRy* 

b) an amount of R 40 520 owing by certain councilors from 2012 financial year end. . . , 

c) an amount of R 82 855 from employees being an Incorrect overtime payment made arising in the 2011/12 financial year. 


Non current receivables 

ClIrGZ Jwara 

Cflr BC Mqadl 

Cifr NR Dlamfnt 

Cllr BG Myeza 

air KG Khanyase 

Cllr AS Mchunu 

dr BC Mngadi 

Cllr TE Slblsl 

Cllr T Muthwa 

Cllr LL Kweyama 

Cllr MC Ngcobo 

Staff debts 

Renaissance Projects CC 


Use: 

Provision tor doubtful debts 


3,720 

3720 

3,320 

3,320 

3,720 

3.720 

3 t 720 

3,720 

3,720 

3720 

3,720 

3720 

3,720 

3,720 

3720 

3,720 

3,726 

3,720 

3,720 

3720 

3720 

3720 

82,855 

82,855 

45,836 

48,836 


169,211 

T697H 

1169.211) 

1 -I. 

1 lJ 


0 

169,211 


Total 
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Vulamehlo Municipality 
Notes to The Annual Financial Statements 
for the year ended 30 June 2016 


Restated 


Note 


2016 

R 


2015 

R 


The fair value of trade and other receivables approximates Ihetr carrying amounts. 

5 TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Trade receivables - Property Rates 
Total 


Trade receivable - Property Rates 
aa at 30 June 2016 
Properly Rates 


as at 30 June 201 5 
Property Rates 


Property Rates: Ageing 
entrant (0-30 days) 

31 - 60 Days 
61 - 60 Days 
01 - 120 Days 
121 -365 Days 
+ 385 Days 
Total 


Reconciliation of the doubtful debt prov ision for property rates 
Balance at beginning or the year 

'^Osnfetej'&ns to prevision ^ - - — 


Balance at end of year 



z.aov.uo i 
2,386.961 

1.279.840 

Grose Balances 

R 

Provision for 
Doubtful 
Debts 

R 

Net Balance 

R 

8.260.864 

(3,690,603) 

2.386.061 

6.200,864 

(3,890,903) 

2,389,961 

Grose Balances 

R 

Provision for 
Doubtful 
Debts 

R 

Net Balance 

R 

4.223,575 

(2.043.735) 

1,279,B40 

4,223,675 

(2.943.73 6) 

1 ,279,840 


166,136 

484.726 

243,259 

230,295 

5,125,446 

173,651 

331,572 

152,942 

143,456 

3X21,756 


6,289.964 

4,223,576 


2,043,735 

2,162,685 

761,050 


3,890,993 

2,543,735 
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Vulamehlo Municipality 
NOTES TO THE FINANANC1AL STATEMENTS 
for the year ended 30 June 2016 


Restated 


7 INTANGIBLE ASSETS 


7 Reconciliation of carrying value 


as at 1 July 2016 
Cost 

Correction of error (note 48) 

Accumulated amortisation and impairment tosses 

Acquisitions 

Amortisation 

Carrying value of disposals 
Cost 

Accumulated amortisation 

impairment loss/Reversal of impairment loss 

Transfers 

Other movements 

as at 30 June 2016 
Cost 

Accumulated amortisation and impairment tosses 


7 Reconciliation of carrying value 


as at 1 July 2014 
Cost 

Correction of error 

Change in accounting policy 

Accumulated amortisation and impairment Josses 

Acquisitions 

- ~ 

Carrying value of disposals 
Cost 

Accumulated amortisation 

Impairment bssyReversal of impairment loss 

Transfers 

Other movements 

as at 30 June 2015 
Cost 

Accumulated amortisation and Impairment losses 


Note 

2016 

2015 


R 

R 

Computer Software 

Other* 

Total 

R 

R 

R 

160,319 


169,310 

2,386,603 


2,388,603 

(2,210,284) 


(2.219.284) 

64,000 


64,000 

(67,039) 


(67,930) 

841 


841 

(841) 


(841) 

165,380 


165.380 

2,451,762 


2,451,762 

(2.286.382} 


(2,286,382) 

Computer Software 

Other* 

Total 

R 

R 

R 

48,850 

- 

48,650 

2,413,711 


2,413,711 

(2,366,861) 


(2.3G6.961) 

- 5,180 

. 

5,180 

....<39 S25i 



m _____ w ,, 




’’ 


* 

_ 


160,319 

' 

169,313 

2,388,603 

- 

2,386,603 

(2.210.2841 


(2,219,284) 
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Vulamehlo Municipality 
NOTES TO THE FIN AMANCIAL STATEMENTS 

for the year ended 30 June 201$ Restated 


8 INVESTMENT PROPERTY 


8 Reconciliation of carrying value 


as atl July 2015 
Cost 

Correction of emir 

Change In accounting policy 

Accumulated depredation and Impairment kwaes 

Acquisitions 

Depredation 

Carrying value of disposals 
Cost 

Accumulated depredation 

Impairment tostiRevareal of impairment loss 


Transfers 
Other movements 

as at 30 June . 

Cost 

Accumulated depreciation and Impairment losses 


d Reconciliation of carrying value 


as at 1 July 2014 
Cost 

Correction of error 

Change In accounting policy 

Accumulated depredation and Impairment loeses 

Acquisitions 

Depreciation 

Carrying value of disposals 
Cost 

Accumulated depredation 

Impairment loss/Reversal of Impairment loss 

Transfers 

Other movements 

as at 30 Juno 2015 
Cost 

Accumulated depredation and impairment tosses 


Note 

Investment 
property X 

R 

185,000 

2016 

R 

Investment 
property Y 

R 

2016 

R 

Tatar 

R 

185,000 

185,000 


185,000 

- 

1 

- 

" 

w 

_ 



_ 

*■ 

■ 

- 

. 


. 

- 

- 

- 

- 

■ 

- 








185,000 


185,000 

185,000 

_ 

1B5,000 

Investment 

Investment 


property 

properly 

Total 

R 

R 

R 

185,000 

* 

186,000 

185,000 


185,000 


T * 

- 




■ 


“ 

186,000 


185400 

185,000 


195000 

- 


• - 


Investment property pledged as security 
Fair value of irwesfrnent property : 

The effective date of the revaluations was 30 June 2015. Revaluations were performed by an independent vafeer/Jan Robert Stephenson of 
Mills Fitdiet (Pty) Ltd. He Is registered as a Prufesswnai Valuer In terms of sedion 20(2X0} reed with section 43(8) of the Prqperty Valuers 
Professional Act, 2000. Alan Robert Stephenson Is not connected to the nsaildpality and have recent experience in location and category rf 
the Investment property being valued, 

The valuation was based on open market value for existing use, 

These assumptions are based on current market conditions. 

8 Details of property: 

investment properly 

The Munfofpafty has classified ihe Post office as Investment property. The property is situated at Vulamehlo Ward No 6 and measures 
approximately 80 square metres. The municipality uses the fair value model to value Its investment properties. A fair value assessment was 
undertaken by Mffls FkcheL The valuation methodology applied is the market value. 

B Rental toons flom Investment property 

Direct operating expenses from rental generating property 


36,980 


33,721 








Vulamehlo Municipality 

NOTES TO THE F1NANANCIAL STATEMENTS 

for the year ended 30 June 2016 Restated 


9 TRADE AND OTHER PAYABLES PROM EXCHANGE TRANSACTIONS 

Trade creditors 
Retentions 
Accruals 
Other creditors 
Total 

The lair value of trade and other payables approximates their carrying amounts. 

10 CONSUMER DEPOSITS 

Unallocated Deposits 
Total consumer deposits 

11 VAT RECEIVABLE 
VAT payable 

VAT fa payable on the receipts basis. VAT Is paid over to SARS only once 
payment is received from debtors. 

11 VAT PAYABLE 

VAT receivable 

Vat Receivable / (Payable) 

VAT is payable on the receipts basis. VAT is pod over to SARS only once 
payment is received from debtors. 


12 PROVISIONS 

12 CURRENT PROVISIONS 

Performance bonus 

Current portion of long-service provision 

Provision for leave 

Annual bonus - 

w oST'" " ^ “ 

Performance bonuses are paid one year In a near a 3 the assessment of eligible 
employees had not taken place at the reporting date. 

The movement in the non-current provision is reconciled as fptows: - 
Provision for long-service awards: 

Balance at the beginning of year 
Contributions to provision 
Balance at the end of year 


Note 


2016 

2016 

R 

R 

1,640,248 

2,056,216 

1,251,704 

1,251,794 

8,340,164 

2,166,291 

572,908 

150,132 

11,805,113 

6,224,435 


319.004 

387,686 

319,004 

387,686 

-7,260.217 

988,692 


-14,470 

-9,004 

7,245,747 

'997,696 


_ 


; 

. 

1,601,017 

1,461,663 

1,091,000 

055,650 





368,852 

466,804 

254,599 

-96,952 

623.451 

368,252 
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Vulamefilo Municipality 

NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2016 

Note 


Restated 


2016 2016 

R R 


13 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Expanded Public Works Programme Grant (EPWP) 

Municipal Infrastructure Grant (MIG) 

Municipal Systems Improvement Grant (MSIG) 

Other Government Grants And Subsidies 

Total Unspent Conditional Grants and Receipts 

Non-current unspent conditional grants and receipts 
Current portion of unspent conditional grants and receipts 

See Note 13 for reconciliation of grants and receipts. These amounts ere sweated 
in ring-fenced investment until utilised. 

1 3 Expanded Public Works Programme Grant (EPWP) 

Balance unspent at bag Inning of year 

Current year receipts 

Conditions met -transferred to revenue 

Conditions still to be met - remain Ha billies (see note 20) 

1 3 Financial Management Grant (FMG) 

Balance unspent at beginning of year 

Current year receipts 

Conditions mol - transferred to revenue 

Conditions still to be met - remain liabilities (eee note 20} 

13 Municipal Infrastructure Grant (MIG) 

Balance unspent at beginning of year 

Currant year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities faae note 20) 

1 3 Municipal Systems Improvement Grant (MSiG) 

Balance unspent at beginning of year _ 

-Gurfentyeef receipts.-", : — 

Conditions met - transferred to revenue 

Conditions still to be met - remain HabKtfes (see note 2D) 

14 Other Government Grants And Subsidies 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 20) 


49,210 

753,275 

456,633 

4.185.601 

420,079 

3,949,563 

1.406,461 



5,444,918 

5.77B.I64T 

5,444,918 

6,776,104 


420,079 


1,000,000 

1,000,000 

(1,370,869) 

-579,921 

49JE10 

420,079 


1,875,000 

1,800,000 

(1,875.000) 

-1,800,000 

- 

- 


3,949,563 

15,000,000 16,000,000 

fl 8.196,388) -12.050,437 


753,176 

3,949,563 

930.000 

934,000 

<467 1 S2§„ 

' -934,000 


- - 

1,406,461 

3,095,832 

36,009,679 

5,761,360 

(33,230,339) 

-7.450.731 

4185.701 

1 ,406,461 
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Vulametilo Municipality 

MOTES TO THE FINANCIAL STATEMENTS 

for the year ended 39 June WflB 

Note 


IS FINANCE LEASE LIABILITY 
2016 

Amounts payable under finance taues 


none year 
WUhln too to live years 

Less; Amount due tar will a merit vrtttiSrt 12 monlbs (current portion) 


322,416 
668 820 


2016 

R 


Minimum lea** Future finance 
payment charge* 

R R 


2015 

R 


Present value 
of minimum 


58,505 

66348 

sur 


233321 

543.172 


710,218 

-233.821 


Instalment sate egrwmenl* ire secured by plan! with canyfng value or R 485128 repayable in monWy InsfebnenbTrf R16 438/3 endbeere interest of betran 
10ft and 15ft. 

Instalment sale agreements are secured by motor vehicles wHh carrying value of R352S46 repayable in manlWy iitttalmenls of R1 5237.60 and bears Interest of 
between 8ft and 16ft. 


Amounts payable under finance leasee 


WHhto one year 

Ihin two to five years 


Lau; Amount due for utttemenlvdlMn 12 monlhs (current portion} 

Instalment ede agnomeN* am i ecu red by motor vehfctes with carrying value of 
R3BB 010.16, repayable in monthly instalments of R15 237.60 and bears interest or 
between 9ft and 15ft. 

IB PROPERTY RATES 


Minimum tease Future finance 
payment charges 

R R 


Present value 
of minimum 


346,821 

975,803 


1321 . 824 " 


61,090 

181,773 


263,686 


254,126 

764430 


1.838.155 

■264.135 


784,030 


Other 

Stats Owned 
Total property rate* 

Property rale* - penalties imposed and Collection charges 
Total 

Valuation* 


State Owned 

Total Property Valuation ■ 

\yuettersontend andbulkfiirg's ire jpeifanridd eWfV'lWe'' S. Tlta test VaKiaicta i 

baete to take Into account thangae In tndfvttiM property values due to afieralkm*.- 

17 RENTAL OF FACILITIES AND EQUIPMENT 

Rental o! tad tbs 
Total rentals 

16 WTEFE6T EARNED- EXTERNAL WVESTMENTB 
Bank 

Total Interest 

19 INTEREST EARNED -OUTSTANDING RECEIVABLES 

Properly Rates 
Rentals 
Total interest 

26 GOVERNMENT GRANTS AND SUBSIDIES 
Equitable Share 

Expanded Public Works Programme Grant (EPWP) 

Financial Management Gum (FMG) 

Municipal Infrastructure Grant (MIG) 

Munidpif System* (mpnnonwnt Grant (MSIG) 

Other Government Grants And Subsidies 
Total Government Giant and Subafdiae 

28 Equttabte Share 

21 OTHER INCOME, PUBLIC CONTRIBUTIONS AMD DONATIONS 

21 Other income 
Sundry Income 
Hall Wre 

Sato ol Tender Document* 

Rates Clearance Certificate 


Total Olher Irieoma 


1,777464 

1,858,524 

641.894 

575.945 

2,418,288 

2,234,469 

2,416.286 

2.234.469 

871,694,000 

571,862,000 

2429,000 

2,626,000 

237422.000 

237.737.000 

912.745400 

612.048,000 

- Interim v^'Cii^ ii're i^iiceiseu on a quSiiwiy 

282.164 

165.142 

282.164 

185.142 

3414489 

1.523,096 

3,814^65 

1(523,098 

871,807 


16.866 

- 

685^377 

- 

67,468,000 

48,557,000 

1,370,669 

579,921 

1,875,009 

1,600,000 

10,196,385 

12,050,437 

487,823 

634,000 

33.230,339 

7.450.731 

112.568.420 

71.472.089 

57,458^000 

48.867,000 


9,324 

4j683 

3,904 

44,474 

86,380 

4,341 

2,865 

A4T.312 

- 

7014)20 

102.702 
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Vulamehlo Municipality 

NOTES TO THE FINAHANCIAL STATEMENTS 
for the year ended 30 June 201 6 


Restated 


22 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and Wages 

Employee related costs - Contributions for UF, pensions and medical aids 

Housing benefits and allowances 

Overtime payments 

Performance and other bonuses 

Other employee related costs 

Total, - 

There were no advances to employees / Loans to employees 

Remuneration of the Municipal Manager 

Annual Remuneration 

Backpay 

Travel, motorcar, accommodation, subsistence and other allowances 

Contributions to UIF t Medical and Pension Funds 

Total 

Remuneration of the Chief Finance officer 
Annual Rem we ration 
Bade pay 
leave pay 

Travel, motorcar, accommodation, subsistence and other allowances 

Contributions to UEF. Medical and Pension Funds 

Total 


Remuneration of Individual Executive Directors 


2016 

Annual Remuneration 
Backpay 

Travel, motor car, accommodation, subsistence and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 


2015 

Annual Remuneration 

Travel; motorcar, accommodation, subsistence and other allowances 

Contributions to UIF, (Medical and Pension Funds 

Total 


23 REMUNERATION OF COUNCILLORS 

Executive Mayor 
Deputy Executive Mayor 
Speaker 

Executive Committee Members 
Councillor a 

Total Councilors 1 Remuneration 


2016 

2016 

R 

R 


15,161,711 

12,620,075 

2,530,143 

2,236,105 

1,176,697 

1,164,423 

123,157 

206,766 

231,219 

871,199 

483,742 

634,033 


19.68066 17,654,602 


697,620 

693,686 

11,757 


138,927 

126,697 

96,708 

149,549 

948,012 

969,934 

636,449 

821,560 

10,102 


79,777 

- 

1,226 

14,378 

1,786 

10,140 

631,340 

846,078 

Technical 


Services 

Corporate Services 

R 

R 

626,311 

711,863 

10,102 

9,541 

18,363 

98,048 

22.618 

1,785 

677,366 

821,236 


Technical 

"ServIcM 'Cciiifi'o fitef 


R 

R 

579,914 

625,064 

265,440 

162,484 

-9,685 

9,582 

866,239 

797,160 


778,066 

654,923 

710,922 

549,250 

684,104 

549,260 

1,193,411 

967,584 

5.428,855 

5,096.605 

09067 

7,817,032 


In-kfnd Benefits 

The Executive Mayor, Speaker and Executive Committee Members ere MWtolo. The Executive Mayor and the Speaker are provided afflh an office and 
secretarial support at the cost or the CouncK. The Executive Mayor is titeo alocalad a driver to help vrith Ns day to day activities. 

The Executive Mayor has use of tho Counci owned vehicle for official dufes. The Executive Mayor did not have bodyguards during the financial year. 
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2A DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 
Intang tola assets 

Total Depreciation and Amortisation 


26 FINANCE COSTS 

Borrowings 

Oiier 

Total Finance Costs 
26 CONTRACTED SERVICES 

Contracted services fan 
Operating Leases 
Internet services 


27 GRANTS AND SUBSIDIES PAID 

Amahwaqa Housing Project 

Disaster Management end shaved services 

Review of Led Review strategy 

MSIG 

FMG 

KZN sports 
Electrification Projects 
EPWP 

Disaster Fire 


28 GENERAL EXPENSES 

Included in general expenses are (he fdkjwtng:- 

Advertlsing 
Audit fees 
Bank charges 
Cleaning 
Projects 
Entertainment 

,i " 

Llcence fees - computers 
Electricity 

Printing and stationary 
Professional tees 
Security costs* - 
Subscription & publication 
Telephone cost 
Training 

Motor vehicles expenses 
Travel and subsistence 
Uniforms & overalls 
Water and Sanitation 
Other Expenses 


Vulamehlo Municipality 
NOTES TO THE F1NANANC1AL STATEMENTS 
tor the year ended 30 Jiaie 2016 

Note 



Restated 

2016 

2016 

R 

R 

18,163,219 

11,476,113 

67,939 

39,626 

18.231,168 

11.616.839 


109,715 

112,923 

6.459 

146,123 

116.174 

259,046 


872,916 

648,947 

223,439 

43,942 

1.696,364 

692,889 



367,436 


218,067 


6,718 

158,202 

18,354 

2,272,505 

1,321,411 


200 

19,390,146 

5,588,127 

1,335,116 

589,448 

134,426 

* 

23,290,394 

8,139,761 


141.781 

1,038,557 

184,890 

73,326 

9.784,972 

149.507 

471.55?- 

236,579 

1.301,265 

117,481 

67.715 

7,505.988 

205,950 

352,1#.. 

152.158 

135,530 

199,028 

207,880 

277,589 

295,963 

2,597.689 

2,049,007 

299,390 

325,126 

1,033,360 

504,334 

264,220 

545,500 

7B3J032 

214,598 

863,415 

739,299 

1.212.674 

1,247,060 

29,965 

3,500 

59,094 

77,958 

648,973 

1.481.441 

21.164,171 

17,694,361 


The amounts dtaetored above for Other Expense* an in respect of costs incurred in the general management ol iha murifcijttSly and not draclly attributable to a apadfic service 
orctess of etpense. 

The amounts dfecfomd tor Pipette Indude the fUtowthg project* 

- Free Basic EtactricKy 
-Free Baafc Services 

- Cemaleiy and burial assistance 

- Disabled 

- Education Fund 
• G«ncter Forum 

- HIWAids 

- LED Pitot business plwi 

- Public protidpatian want cOiYimitlae 
-Senior CiJzen 

■ Tourism 
■Youth 

■Ward Committee Incentives 
•Biometric Access Control 
-FMU Technical 
-VAT Revtewal 
•Operational cost for Grader 
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Vulamehlo Municipality 
NOTES TO THE F1NANANCIAL STATEMENTS 
for the year ended 39 June 2016 


29 GAIN f (LOSS) ON SALE OF ASSETS 

Property, plant and equipment 
Total Gain / (Lose) on Sale of Assets 

30 PROFIT t (LOSS) ON FAIR VALUE ADJUSTMENT 
Other financial assets 

Total Profit / (Loss) on Fair Value Adjustment 

31 CASH GENERATED BY OPERATIONS 

SurpluB/(deffctt) far the year - 
Adjustment 1br> 

DepredaOon and amortisation 
(Gain) / loss on sMs of assets 
Contribution to provisions - non-current 
Contribution to provisions - current 
Finance costs 
Bad debts 

Other non-cash tom 

Operating surplus before working capital changes; 

(lncroase)Atecreaae in trade receivebtes 
(Increasej/decrease in other receivables 
(Incfea&eydecrease In VAT receivable 
Increase/jdecrea&a) In conditional grants and receipts 
lncrease/|decresse)ln trade payables 
Increase/ldeciease) in consumer deposits 
lncnease/(decmasB) In VAT payable 
Finance lease oblgation 
Cash generated byfyutlllsed In) operations 


32 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash Dow statement comprise the 

foUowtog: 

ru iil UtfiFTFTtTi V V L-ftJHM 

Nr.h r^sh. .ird rjn5i ■qnlvOlflEilS LneL Of ba*ik Dvflfdcaftsl 


Restated 


2016 

2016 

R 

R 

-1 8,608 

-326,883 

-fejSOO 

^526,88^ 

663,906 

. 

683,906 

- 


18.260,257 

18,231,168 

16,606 

-264,699 

-574,504 

116,174 

1,116,378 

10,050,232 

11,515,639 

325,683 

-98,952 

664,325 

35 .912.671 

2S.3t9.lS7 

-1,575,163 

-967,291 

-1,110,121 

53,644 

-7,245,747 


-331,165 

4,349,568 

5,580,676 

698,074 

-739/474 



8,122,653 

-234.295 

-916,286 

31*267,364 

33,660,600 


77 n.\? l*i 

31 JM&T4# 

awz.415 

31,715,74! 


Panr Jr. 



Vulamelilo Municipality 

NOTES TO THE FWANANCIAL STATEMENTS 

for the year ended 30 June 2616 

Note 2016 

R 


Restated 

2016 

R 


33 CORRECTION OF ERROR 

Ouitug ine year ended 30 June 2016 and previous year®, PPE end other assets 
were Incorrectly recognised: - 

The comparative amount has been restated as follows: 

Rental of fecjflltei end equfpimmt 
Lose on sate of assets 

Net effect on eurpMdefiril) ,0f «» 

Cash end cash eqMvatanli 
PPE 

PPELoss on sate of assets 
hteitglbte assets 
Consumer deposits 
Accrued rentals 

VAT receivable previously recognised 

VAT payable previously recognised 

Trade end other payable* from exchange transactions 

Net effect on Statement of Financial Position 

Nat effect on Accumulated surplus opening balance 

Durihgths yw ended 30 June 2315 and previous years. The following Cashflow movements ware incorrectly recognised: - 

Cash now from operating activities 

Payments 

Suppliers 
Movement to VAT 
Cashflow from investing activities 

Proceeds from safe of (bend assets 
Disclosure 

Curing the year ended 30 June 2015 and previous years the folowing were 
changes In commitments Incorrectly recognised : 

ComndtRients fn respect of capita* comnttnwnte 
Property plant and equipment 

Operating commitments 

UNAUTHORISED, IRREGULAR FRUITLESS AND WASTEFUL EXPENDITURE 
34 DISALLOWED 

34 FrUUass and waafehit expenditure 


-76,122 

-480,753 


-536.675 


B.222 

5,325,632 

480,753 

150,614 

86,779 

-50,933 

-10,667 

6,264 

-aja2 

SJ974.642 

6.974.042 

s=biflHBid 


- 0,222 

6,193 

5,724 


11,314,983 

3,612,595 


. .™-. l , 

Opening balance -- 

Fruitless end wasteful expenditure current year 

Condoned or Written off by Council 

To be recovered - contingent asset (see note 40) 

Fruitless end wasteful expenditure awaiting condone ment 


312,589 

5,286 

160,978 

151,613 


317.875 

31 2,689 




bidden! 

Action Taken 

5,286 

146.123 

5,490 

Interest and penalties on overdue accounts 

Pawned made tor annual maintenance or equipment not ufHlsed 


Irregdar expenditure 




Reconcfflaffon of irregular expenditure 

Opening balance 

Irregular expenditure current year 


61,969,800 

50,304,588 

46,613,390 

5,356,410 

Irregular expentfture awafflng condone irient 


10ZZ74.36B 

51 .869.800 




made for die provision ot water seivioe In contravention of Section 41(f) 
end (g) of the Qonsttution of S«dh Africa, The provision of water service* i* & 
function of the dtatrfct nurldpafty- Also, purchase not In accordance with the 

Action Taken 

To be Investigated by MPAG 
and lobe reported to National 
Treasury 


3,966,097 

SCMPoHcy 

purchase* not tn accordance vfflh the SCM Pdtay 

To be Investigated by MPAC 
and to be reported to National 

7.896,897 

1,400.313 

Prior year Purchases not In accordance whh SCM Poacy Wendfed in omart year 


250,482 


Awwdteo el tender* nol In accordance wtih SCM policy 

To be investigated by MPAC 
and to be reported to National 
Treasury 

42,058,189 



Six cmmkm totheveX»ofR157U7?M were procured u, ho Sector 32 ef the irortdpel ^pWcNahM^mwlwff^SonsanclalvearendRTaSZaM 
had been expended on these rartirams 
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Vuiamehto Municipality 
NOlBE Vo THE FINANANCIAL STATEMENT* 

forth* yev ended 30 June £016 


Note 


2016 

R 


HIE 

R 


ADDITIONAL D»CL06(JREB IN TERMS Of MUNICIPAL FMANCE 
Jfl MANAGEMENT ACT 

36 cofitiibutlon* to regraitsed focal goremmcnt 


Opening balance 

council subscriptions ijDK.ooQ 504,334 

Amount paid -cuinfll -1 ,032.000 -604,334 

Balance unpaid (included In payabtee) - 


Opening panned * 

Currant year audit tea - 1.517,706 1,220.713 

Amount paid - current year 1 r S12,84S -1.320.713 

Bala ncc unpaid (Included In payablaa) 4,SSD 

The balance unpaid represents tie audSl fee for an interim cudl conducted durfng May and Juno 2016 and h payable by 31 Jidy 2010. 


35 VAT 

VAT Input receivables and VAT output payables am dw»n hi note 18. AJl VAT reb*ns ftav* bean sUarited bjrthedue date Ibrouuhout 8» jw. 

36 PAVE end UIP 
Opening balance 

Cumd year payroll deduction* 6,106,087 4,152,343 

AroouiU paW - cured yew -4,603,166 -4,152,303 

Balance unpaid (indutied In payabtes} 343.321 

The balance represent* PAYE end INF deducted from lha Juae 2016 payroll. These amounts were paid (bring July 2016 

35 Pension end Medal Aid Oeductiuiu 


Opening balance 67.523 

Current year payroll dbdudtan* and Council Cenlribtdkma 2,136,688 3,692,060 

Amount paid- currant year 2,030.643 -8.504.537 

BhLidcs unpaid (Included In payable*) 

The balence repreaenta pension and madfcsf tod octoributtaMdadudad from employe** In the Juw 2010 payrai ft* wall w council 1 * corfitxilojo Id pension 
a ret mwfical aid funds. These amounts were peW riming Jtoy ZU1B. 


Paragraph 36 of comment gazette No, 27636 Issued on 30 May 2805 slates that ue ecccuntlrg officer may dispense wlh die oflUxI pmcMomml process in 
certain obwmalMKffi, jawtdad I hat he neonfe the reason* far any detoallone and reports uiarn to the mxt mailing of Ota accowillng off cor and tadudts • note 

Oooda and tardea* ■mounfiap to R2,(> 18,312 (2010; 111 ,517424) pioeared during the linvidei year under mvlaw and Lhe proem taflbwed j^procftngffine 
- goods deviated from {be provtalma 5 f paragraph 12(1 HdW) *a stated above. The neoon* ror these deuWlan* warn documented end re potted In Hie iMOtintfhg 
emcer who oonsUaied them and «utn«queat|y approved thejfafeftm horn lhe normal supply chain menagemert regulations. Tbase devtalefts haw beau 
reported to Council. 


37 CAPITAL COMMITMENTS 


37 CommHnwris In mipaelofoapItala^Twidltun 


- Approved end contracted tor 




Property, plant and aqufcnwiti 

m 



-Approved but ml yM contacted ter 


. 

■ 

Property, plant and «Mpmeni 

m 

1 

i 

Total 


21.800226 

40.707.588 

This expenditure vriS be flmntcod tame 




- Government Grants 


21,889^26 

40.767326 



%\ 48BJ» 

43,787,528 

Operating Commitment 




Tbase oommlLments ratal** to various contaEla of aapandtiure 


a 

7,230,310 

Puntara Orders 


B32J644 

. 

Talto 

~ 

3.KW.7M 


3i opamtag Mesas 








taaaea wltoh tel duen* Mcwa; 




Operating tea*** - taa—a 




WBhia one year 


643,631 

001,524 

In Iheaecocd to fifth year hetaeivs 


138,065 

600,327 

After live yeara 



- 

Total 


781,696 ! 

1^91.351 


Operating Lewes camtetsoflha iMwfag: 

1 . Operating taaaa paymeifta represent rental* payable by Die flwnWpilfty hr to* vehfeles negolitead tor 3 ytara, payable monthly, for He iredto «f vehtotea. No 
canlngmt tent Is payable, 

t Opera lino taaaa pwvnaita represent rentals payable by ha munkdpaSty ter bn printers negotiated *w 1 year. 

3. Operating lease consist of ■ telephonic eyatan negotiated forZywrs tern fixed subscription fae. 
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Vulamehlo Municipality 
NOTES TO THE F1NANANC1AL STATEMENTS 
for the year ended 30 June 2016 


Restated 


38 Provision for future long service bonus 

38 Defined contribution plan B23 4fii 368 862 

Provision for long service bonus awards 1 aea BS2 

Total contributions expensed to the Statement of Financial Performance Ga3 ’ 4fi1 - 3gB ‘ 

38 Defined Benefit Plans 

Statement of Financial Performance 254 509 -96,625 

Provision for long service bonus awards 254 559 " -96,925 

Total — — 1 

Actuarial losses recognised in the statement changes in net assets forthe period 104,401 

(before tax) 

The loilohsentee avand fs^Seater every 5 years of confinuouaservlce. The provision is an estimate of the long-service based on historical staff turnover. 

The municipality offers employees long service bonus awards upon attaining the required years of service. 

The meet recant actuarial valuation of the long service bonus awards fcMIy at 30 June 2018 was performed by TG Mhonde. a Senior Actuarial Consultant and C J 
Maroba, a Fellow of the Faculty of Actuaries, from One Pangea Financial. 

The lieMHy accrued Is the actuarial present value of al benefits expected to be paid si liiture based on sendee accrued to the valuation dat a and award a pn^ected 
to retirement date. In determining these liabilities, due alowance has bean made tor Mure sward In creas es. For ^° h ^ l ^ e | et ^ l J pf ° ) | f 1:lion b baSe<l 0n ** 
probability of being employed al each service award dale, taking into account the assumed rates of withdrawal, early retirement end death. 

The Projected Unit Credit method of funding has beer appfed. 

The municipality has been unsuccessful in obtaining the necessary information to support proper defined benefit plan accounting due to restrictions impoaed by 
the multi-employer plan. It is therefore deemed impracticable to obtain this information at a suitable level of detail. 

Thus, some of the anttUes defined benefit plans are not treated ae defined benefit plans as defined by GRAP 26, but are rather accounted tor as defined 
contribution plans. These are listed under the defined contribution plan heading as a QRAP 25 Exception 

All municipal employees belong to The Natal Joint Municipal Pension Fund (Supers rmuaikm). The Natal Joint Municipal Pension Fund 
KwezSl^alTi^ Fund which are administered by the Province. The municipality dasslfta a miriteemfJloyBr plan contributor! plan or a 

defined benefit plan under the terms of the plan (indudlng any constructive obligation that goes beyond the formal terms). 

)nint Municipal Pro vidBOt Fund Is a defined contebutton m unid|^ 

contribution plan- 

Tha Natal Joint Municipal Pension Fund (Superannustion)'and The Natal Joint Municipal Pension Fund (Rtalrsment) we defined benefit ^ ans. Suffc tarl 
Information is not available to use defined benefit accounting for these plans, therefore the entity accounts for these plena es if it was a defined contribution plan. 


Changes in tha present value of the defined benefit obligation are as follows: 

Opening Balance 

Current servlca costs 

Interest costs 

Actuarial losses/(gaine) 

Settlements 
Closing Balance 

Expenses and Income recognised In surplus for the period 

Current service costs 

Interest costs 

Actuarial gavis and losses 

Settlements 

Principal actuarial assumptions: 

Discount rate 
CPI 

Increase In health care cost 
Expected rates of salary Increase 
Net Discount Rate 
Mortality 


7.72% 
■ 1.28% 
SA85-90 


-199,583 

--12,197 

- 96,953 


D 

0 

SA85-90 
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Vulametilo Municipality 
NOTES TO THE FINANANCfAL STATEMENTS 
for the year ended 30 June 2016 


39 CONTINGENT LIABILITY 


There la a pending dispute which employees have rafeed and has been referred Id 
T he South African Local Bargaining Council. The rfiaputed amount Is R881 016. 

There are disciplinary matters against staff cunenly underway. The mailers are 
not ftoatiaed A year end and the financial Impact cannot be defenrined. 

Duals aval query raised by KPMG In October 2016 Wfih regards to Ugu District 
Municipality, Ugu - Sooth Coast Tourism togged a VAT Riling request wllh SARS, 
regarding whether the grant funding received tom the munlc(palHta should be 
raised hducflog vat or at the zero rate, which has been the case since the 
Inception of toe enttiy to 2009. 

Ttis matter has not been flnaHsed at year end 


Restated 


2016 

R 


2016 

R 


081,618 


881,616 


225,834 


225,834 


Several senior officials are disputing the assessment process regarding the 
payment of performance bonuses. Provision has been made for the payment of 
the bonuses as assessed by the MunEdpeUy. The claim Is being considered by 
Ihe labour corat after tie COMA ruled in favour of fie Council. 

40 CONTINGENT ASSET 

Due to a vat query raised by KPMG In October 2D15 wflh regards to Ugu District 
MunkdpUtity. Ugu - South Coast Tourism logged a VAT Ruling request vritti SARS, 
regarding wheffrer Ihe grant funding received tom the municipalities should be 
reload including vat or at Ihe zero fate, which has been the case since the 
Inception of the entity to 2000. 

This matter has not been finalised aft year end 225.034 225,834 

41 IN-KIND DONATIONS AND ASSISTANCE 

The Municipality received the following In-hlnd donations and assistance 
Description 

Department of sports and recreation: Gym equipment to the value of R 645175 

42 RELATED PARTIES 
Relationships 

Municipality and todftvMuNe eBwettaathelr.doee fismiy members, end for entiles am related parties if one party has the ability, directly, In d I reefy. having 

Loans key Members of hey manegamant-CounclUora 

Compensation to councillors and other key management (refer to note 22 & 23) 


Any payment mode to toy management personnel councillors Is disclosed in note 22 wto note 23 (Employee related cost and Remuneration of coundtiora). 


Loans key maneg Benefit and does member of family- Merest too 

CHr JwaraGZ 
CfrMqidlBC 
CUrDtamUNR 
CfrMyezs BG 

Cflr Khanyase KG (deceased) 

CtlrMchunuAS 
CJfir HngedE BC 
CIr Eawsi TE (itacaased) 

CflrMuHiwaT 

GflrKweyamaLL 


Opening balance Ctosing balance 


3720.00 

3720.00 

3320.00 

3320.00 

3720. DO 

3720.M 

3720.00 

3720.00 

3720,00 

3720.00 

3720.00 

3720.00 

3720.00 

3720.00 

3720.00 

3720.00 

3720.00 

3720.00 

37204)0 

3720.00 


43 EVENTS AFTER THE REPORTING DATE 

The Mmidp4ity was affected by the r^deternitoatton of boundaries In tern* of section 21 of the local government Municipal Demarcation Act.1 988(Act No 27 of 
1098} on 24 December 2015 .The member of the Kwaaiu-NateJ executive ooimdl (MED) responstofe tor the toed) government promulgated government Gazette 
No 1594, Notice to terms of section 14(5) of the locta government Mraritfpal abuebnes Act, 1988 Transitional Manures to feciitate Integra ted De velopment 
Planning .approval of budgets, preparation of fihencteJ sftalemwits,fevtog of rates and acting appointments to murid pefl ties affected by ihe MHnmaMona re- 
ctetenrt nation 

In tenns of this notk», New MurUdpalSes w9 be established and Ihe former municipalities will be disestebtistied tom the dale the municipal ejections" 

Actsordtogty, from the date of the declaration of resutta of the elections by Ihe electoral commisaton established In terms of section 3 of the electoral commission 
Act.1 990(Act No 51 Of 1996) VAtiemehlo muildpeffty le to be disestablished end Ite area or jurisdiction, Assate and debilities, contracts, revenue and expenditure at 
carrying value to terms of a split model S12 notice 2000 and Incorporated Into the EThekwfnl Metropolitan miiticlpatity and the Umdonl LocM WmldpaBty, 
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VularmhJo Municipality 

NOTES TO TEE FINAWANC1AL STATEMENTS 

forth* year ended 3D June 2016 


2016 

R 


Restated 


2016 

R 


44 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 
The Mowing area* Involve a afenlflcani degree of estimation uncertainly: 

Useful Ilyas and residual veto* of property, plant, end equipment 

Recoverable amounts of properly, plant and equipment 

Provision for retablKtattan of landfi} alias (dscount rate used, number of yw*. 

emourtLofcashfhwi) 

Present value of defined benefit obtl potion 

Fair value of plan assets 

Prevision tor doubtful debts 

Impairment of assets 

Provbfen for tong-term service award 

Other 


The following areas Involved judgements, apart from lluse involving estimations dlscfosedabove, lhal , managerem! has made fn the process of applying lha 
munletyaUty's accounting pdrctos and lhal have tiro most efcjiHIcenl alfad on lha amounts recognised to the financial statements: 

Impairment of assets 

ProvbtoAS 

Other 

46 RISK MANAGEMENT 
46.1 Maximum credit risk exposure 

CrocMrtsk consists mainly of cash deposits, cash equivalents and trade dsbtera. The municipality only deposits cash with major banks with high quality credit 
standing and limits exposure lo anyone counter-parly. 


Trade receivable* comprise a widespread customer base. Management evaluates credti risk relating to customers on an ongoing bests. If customers are 
jndependsolly rated, these ratings are used otherwise, if (hare to no Independent rating, risk control assesses Iho credit qualify of the customer, Wring into accoimi 
Us financial position, peat experience and oilier factors. Individual risk Imlls are eat breed ret Internal or extern* ratings In accordance wtti Until* set by ftte board. 
The uflbatton of credit tails Is regularty monitored. Sato to ratal customer* a re settied In cash or using major credit card*, credit guarantee Insurance to 
purchased when deemed appropriate. 


Financial assets exposed to credit risk at year end were es foftows: 

Trade receivabfet from non exchange Iransadtons 
Reoetoblbs from exchange transacforw 
Nm-turrenl receivables 

These balance* represent to maximum exposure to credit risk. 


£7.032,435 31,716,740 

££06,661 im*4> 

3 ,031 £00 1.458,045 

0 169,211 


45* Liquidity riek 

The munidpaBtyto risk to lqurfty b a result of the funds writable lo crerer Mure commitment. The municipality manages liquidity risk Ihrough an ongotag review of 
foture coromilrnenls end credit facUltas. 

45,3 interest rate risk 

As the municipality has no dgnlficant interest-bearing assets, he municipality's income end operating cash (lows ere substantially tiutapenrient or change in market 
tateraat rates. 


4ti RESTATEMENT Of COMPARATIVE INFORMATION 

The mwridpriity h as daerifed llw following Hams-Ustod below In order to provide more comparable end understandable inforniofcm. The effect of tha-reclatomenL 
b summarised betowt 

Statement of Financial Position: 

Previous claesifioeKon * -.jj 

Peyqbto from exchange Irensadlons . ■ 


Currant ReclieetfUtfon 

Trade and oinar peyiblee from exdianga Vans actions 
Consumer depotfb 

Prite year correction an consumer deposits 


4.&U3* 

MTS65 



47 Statement of Corretarison of Budget end Actual Information explanations of variancae 


iStotoTw ^ taTtaritrtrin account contributed lirgty to the actual taonte.The tatarwl is based m ihe actual balance on lha account wWch was metoteined *t e 
higher level then normal. 

0th a 1 own revenue: 

A once off duration from Department of Sports and raereetton w» received and interest charged on debtors account was higher than expected. 

Remuneration of CrAintllkrc 

The variance b attributed to the reimbursement of travelUh| and subsidy costs claimed by coundlfars. 

Depredation and asset Impairment: 

The hnpelrment of assets In line of the accounting poticy contributed to the higher cost then the budget. 

Transfer grants and other expenditure 

The cost for the free bask electricity was realigned to the grant Una Item and transfer and pent line item In other expenditure far the value of +- R» mlllon in 
value. 

Internally ginerated funds 

National treasury reduced the MIG fending for the year from RIB mlllon lo R 15 rrftiten this <SffcteiU* was tended from Internal funds 
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